
COMMONWEALTH OF KENTUCKY 

BEFORE THE UTILITY REGULATORY COMMISSION 

* * * * *  

I n  the  Matter of 

AN ADJUSTMENT OF RATES JOINTLY 1 
OF TRE SPEARS WATER DISTRICT 1 
AND THE SPEARS WATER COMPANY, 1 
INCORPORATED 1 

CASE NO. 7657 

O R D E R  

On March 6 ,  1980, S p e a r s  Water D i s t r i c t  and  S p e a r s  Water 

Company ( h e r e i n a f t e r  r e f e r r e d  t o  on an I n d i v i d u a l  basis as t h e  

D i s t r i c t  and  t h e  Company, a n a  on a joint basis  as t h e  A p p l i c a n t s )  

j o i n t l y  f i l e d  w i t h  t h i s  Commission a d u l y  v e r i f i e d  p e t i t i o n  seek -  

i n g  an a d j u s t m e n t  i n  water rates b a s e d  on  an i n c r e a s e  by t h e i r  

w a t e r  s u p p l i e r ,  t h e  C i t y  of N i c h o l a s v i l l e ,  f rom $.30 p e r  t h o u s a n d  

g a l l o n s  t o  $ . 5 5  p e r  thousand  gal lons e f f e c t i v e  J a n u a r y  1, 1980. 

F u r t h e r ,  t h e  D i s t r i c t  f i l e d  a p r o p o s a l  s e e k i n g  p e r m i s s i o n  t o  

eliminate mobile home and f i e l d  rates,  whereby, t h e  e n t i r e  w a t e r  

s e r v i c e  area of t h e  t w o  s y s t e m s  would be c o v e r e d  by a s i n g l e  rate 

s t r u c t u r e .  These  p roposed  a d j u s t m e n t s  w i l l  i n c r e a s e  t h e  a n n u a l  

r e v e n u e s  of t h e  D i s t r i c t  and  t h e  Company by a p p r o x i m a t e l y  $68 ,011  

a n d  $19,287, respectively . 
The m a t t e r  was set f o r  h e a r i n g  a t  t h e  Commission 's  o f f i c e s  

i n  Frankfort, Kentucky,  on May 12,  1980, a t  1O:OO a . m .  A l l  

parties of interest were notified with t h e  Consumer I n t e r v e n t i o n  

D i v i s i o n  of t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  b e i n g  t h e  o n l y  p a r t y  t o  

i n t e r v e n e  i n  the m a t t e r .  A t  t h e  h e a r i n g ,  c e r t a i n  r e q u e s t s  fo r  

a d d i t i o n a l  h f o r m a t i o n  w e r e  made by t h e  Commission S t a f f .  T h i s  

I n f o r m a t i o n  was filed, and  t h e  entire matter is now c o n a i d e r e d  t o  

be  f u l l y  s u b m i t t e d  f o r  f i n a l  d e t e r m i n a t i o n  by this Commission. 

TEST PERIOD 

The twelve (12)  month p e r i o d  e n d i n g  December 3 1 ,  1979, was 

u s e d  by b o t h  t h e  D i s t r i c t  and  t h e  Company as t h e  t e s t  p e r i o d  for 

p u r p o s e s  of t e s t i n g  t h e  reasonableness of e x i s t i n g  and  p roposed  



rates. S c h e d u l e s  of r e v e n u e s  and  e x p e n s e s  i n c l u d i n g  proforma 

a d j u s t m e n t s  t o  t h e  a c t u a l  test  p e r i o d  r e s u l t s  w e r e  s u b m i t t e d  t o  

t h e  Commission for  considerat ion.  T h i s  tes t  p e r i o d  m e t  t h e  

r e q u i r e m e n t s  of t h e  a d m i n i s t r a t i v e  r e g u l a t i o n s  of t h e  Commission 

and was a c c e p t e d  as  f i l e d .  

COMMENTARY 

The D i s t r i c t  and t h e  Company hav f i l e d  several m o t i o n s  

i n  t h e  p a s t  few y e a r s  which may be r e l e v a n t  t o  c e r t a i n  f i n d i n g s  

i n  t h i s  matter. Fo l lowing  is a c h r o n o l o g i c a l  d e s c r i p t i o n  of 

major cases f i l e d  and  t h e  f i n d i n g s  of t h e  Commission ( P u b l i c  

1 S e r v i c e  Commission prior t o  A p r i l  1, 1979) on e a c h :  
I 

I C a s e  No. 5747 

On October 3, 1972,  a j o i n t  a p p l i c a t i o n  was f i l e d  by t h e  

D i s t r i c t  and t h e  Company s e e k i n g  a p p r o v a l  of a lease a n d  sa le  of 

p r o p e r t i e s  of t h e  D i s t r i c t  t o  t h e  Company. On December 20, 1972 ,  

t h e  Commission i s s u e d  an  order deny ing  a p p r o v a l  of t h e  a p p l i -  

c a t i o n .  On J a n u a r y  8 ,  1973, A p p l i c a n t s  f i l e d  f o r  a r e h e a r i n g  

and on A p r i l  5, 1973, the m o t i o n  w a s  a g a i n  d e n i e d .  The mat ter  

was appealed t o  t h e  Franklin C i r c u i t  Cour t  Sn C i v i l  A c t i o n  

#84062 on May 9, 1973. The Court a f f i r m e d  the Cornmission in 

its order of J u n e  2 4 ,  1975. 

C a s e  No. 6464 # 

On J a n u a r y  14, 1976,  a j o i n t  a p p l i c a t i o n  w a s  f i l e d  by t h e  

D i s t r i c t  and  t h e  Company s e e k i n g  approval of a lease p u r c h a s e  

agreement. On March 15, 1976, the Commiss ion  i s s u e d  a n  order 

approv ing  t h e  j o i n t  a p p l i c a t i o n .  On March 24,  1976,  t h e  A p p l i c a n t s  

advised t h e  Commission tha t  the Company would commence o p e r a t i n g  

t h e  D i s t r i c t  on A p r i l  1, 1976. 

C a ~ e  No. 6964 

On December 8, 1977, a j o i n t  a p p l i c a t i o n  was f i l e d  by t h e  

C i t y  of N i c h o l a s v i l l e  and  t h e  Company s e e k i n g  a p p r o v a l  of t h e  sa le  

and p u r c h a s e  of w a t e r  s e r v i c e  f a c i l i t i e s  ( f o r m e r l y  Je s samine  

County Water D i s t r i c t  63). On D e c e m b e r  29, 1977, t h e  Commission 

i s s u e d  an  order a p p r o v i n g  t h e  j o i n t  a p p l i c a t i o n .  
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Other  i m p o r t a n t  d a t e s  are as f o l l o w s :  

A p r i l  1 9 ,  1979 

A meet ing  w a s  h e l d  among t h e  Commission S t a f f ,  t h e  D i s t r i c t  

a n d  t h e  Company t o  d i s c u s s  t h e  m e r i t s  of keep ing  t h e  f i n a n c i a l  

records independent from one  a n o t h e r  and  t h e  need t o  r e f i l e  t h e  

1976, 1977,  and 1978 Annual R e p o r t s  t o  t h e  Commfssion showing t h e  

r e s u l t s  of operations for e a c h  e n t i t y .  

J u n e  22, 1979 

A let ter w a s  i s s u e d  by t h e  Commission Staf f  acknowledging  

receipt of t h e  r e f i l e d  1976,  1977,  and  1978 Annual R e p o r t s  and 

emphas iz ing  t h e  need  t o  keep the f i n a n c i a l  r e c o r d s  independen t  

u n t i l  such t i m e  as t h e  Company a c t u a l l y  pu rchased  t h e  D i s t r i c t  

p u r s u a n t  t o  t h e  lease p u r c h a s e  agreement  approved  in Case No. 6464. 

J u l y  16, 1979 

An audit was performed by t h e  Commission S t a f f  t o  s e g r e -  

g a t e  t h e  f i n a n c i a l  records of t h e  D i s t r i c t  and t h e  Company. 

REVENUES AND EXPENSES 

The f i n a n c i a l  r e c o r d s  of t h e  D i s t r i c t  and t h e  Company 

were m a i n t a i n e d  on  a c o m b i n e d  basis  for a p o r t i o n  of t h e  test 

p e r i o d .  I n  t h e  p r e p a r a t i o n  of year -end  f i n a n c i a l  s t a t e m e n t s  

and i n f o r m a t i o n  s u b m i t t e d  f o r  cons idera t ion  i n  t h e  i n s t a n t  

matter, revenues  and e x p e n s e s ,  where p o s s i b l e ,  were d i r e c t l y  

a s s i g n e d  t o  t h e  D i s t r i c t  and  Company. However, common r e v e n u e s  

a n d  e x p e n s e s  w e r e  g e n e r a l l y  a s s i g n e d  on a p r o  ra ta  bas i s  b e t w e e n  

t h e  t w o  u t i l i t i e s .  

The e x i s t i n g  rates c h a r g e d  by t h e  D i s t r i c t  and  t h e  Company 

d u r i n g  the test p e r i o d  produced  a n n u a l  r e v e n u e s  from w a t e r  sales 

of $159,276 and $36,069, r e s p e c t i v e l y ,  and i n c l u d i n g  p e n a l t i e s  

and s e r v i c e  c h a r g e s ,  gross o p e r a t i n g  r e v e n u e s  of $160,950 and 

$37,072, r e s p e c t i v e l y .  N o  p roforma a d j u s t m e n t s  for changes  i n  

the number of customers or u s a g e  were s u b m i t t e d  i n  t h e  P e t i t i o n .  

The o p e r a t i n g  e x p e n s e s ,  f o r  t h e  D i s t r i c t  a n d  the Company 

as s u b m i t t e d  f o r  t h e  test  p e r i o d  w e r e  $122,877 and  $33 ,439,  

r e s p e c t i v e l y .  S e v e r a l  p roforma a d j u s t m e n t s  w e r e  p roposed  i n  t h e  
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P e t i t i o n  t o  reflect more c u r r e n t  o p e r a t i n g  c o n d i t i o n s .  These  

p roposed  a d j u s t m e n t s  w e r e  found t o  be s i m i l a r  i n  n a t u r e  f o r  b o t h  

t h e  D i s t r i c t  a n d  t h e  Company. T h e r e f o r e ,  t h e  C o m m i s s i o n  h a s  

g i v e n  equal  c o n s i d e r a t i o n  t o  t h e s e  a d j u s t m e n t s  and is  of t h e  

o p i n i o n  t h a t  t h e  a d j u s t m e n t s  g e n e r a l l y  are proper and  have  been 

accepted w i t h  t h e  f o l l o w i n g  e x c e p t i o n s :  

1. The D i s t r i c t  and t h e  Company p roposed  an  a d j u s t m e n t  

i n  purchased w a t e r  expense of $19,163 and $3 ,633 ,  r e s p e c t i v e l y ,  

t o  reflect i n c r e a s e d  costs from t h e i r  p r i n c i p a l  s u p p l i e r .  However, 

t h e  record i n  t h i s  matter showed t h a t  unaccoun ted  for  water w a s  

excessive and  d i d  n o t  reflect  a d e q u a t e  a c c o u n t a b i l i t y  f o r  p u r -  

chased w a t e r .  Unaccounted for w a t e r  w a s  n e a r l y  40% for t h e  D i s t r i c t  

and  16% fo r  t h e  Company. The A p p l i c a n t s  i n c l u d e d  some a l l o w a n c e  

for unaccounted  fo r  w a t e r ,  b u t  t h e  methodology used i n  t h e  deter- 

m i n a t i o n  of t h e  a l l o w a n c e  w a s  found t o  be improper .  The Commission 

d e t e r m i n e d  that t h e  cost o f  w a t e r  would be i n c r e a s e d  by $11,073 

for the District and $5,147 €or t h e  Company over t h e  test  p e r i o d  

costs. These  a d j u s t m e n t s  w e r e  d e t e r m i n e d  by u s i n g  tes t  p e r i o d  

water sales i n  ga l lons  i n c l u d i n g  a maximum a l l o w a n c e  of 15% for  

unaccounted  for  w a t e r .  Also,  t w o  o ther  minor  changes  w e r e  made 

t o  t h e  proposed a d j u s t m e n t  t o  reflect  more a c c u r a t e l y  t h e  cost of 

p u r c h a s e d  water. T h e s e  c h a n g e s  w e r e  t h e  use o f  $.57  rather t h a n  

$ . 5 5  per thousand  gallons by t h e  D i s t r i c t  t o  reflect t h e  h i g h e r  

costs of w a t e r  f r o m  a second  s u p p l i e r  o f  t h e  D i s t r i c t  and  a 

reduct ion i n  t h e  w a t e r  sa les  of t h e  Company t o  remove from sales 

an o v e r s t a t e m e n t  of 855 ,500  g a l l o n s '  which  r e s u l t e d  from a n  

i n c o r r e c t  r e a d i n g  of a c u s t o m e r ' s  m e t e r  d u r i n g  t h e  month of 

A p r  fl . 
2. I n  r e v i e w i n g  t h e  record of t h i s  m a t t e r ,  t h e  Commission 

found that t h e  o p e r a t i n g  e x p e n s e s  w i t h  respect t o  O p e r a t i o n  Labor 

of t h e  Company for t h e  tes t  p e r i o d  i n c l u d e d  $3,856 as part  of a 

f i n a l  payment of a n  invoice dated October 30, 1978.2 T h i s  m o u n t  

' E x h i b i t s  f i l e d  May 28, 1980, w i t h  reference t o  C r e d i t  Ad jus tmen t s .  

'Exhibits f i l e d  May 19, 1980, w i t h  r e f e r e n c e  t o  s t a t e m e n t  of 
E. H. S tephenson.  
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had b e e n  i n c u r r e d  t o  expand t h e  u t i l i t y  p l a n t .  I t  s h o u l d  have 

been c a p i t a l i z e d ,  and for  t h i s  r e a s o n ,  It h a s  been exc luded  from 

test y e a r  o p e r a t i n g  expenses .  

3. During  t h e  summer of 1979, Commission S t a f f  performed 

an a u d i t  on t h e  t w o  s y s t e m s  t o  s e g r e g a t e  t h e  f i n a n c i a l  records 

for the years 1976, 1977, and 1978. Subsequent  t o  comple t ion  of 

t h i s  a u d i t ,  t h e  t w o  s y s t e m s  f i l e d  amended t a x  r e t u r n s  f o r  t h i s  

t h r e e - y e a r  p e r i o d  and r e v i s e d  t h e  c u r r e n t  f i n a n c i a l  s t a t e m e n t s  t o  

i n c o r p o r a t e  t h e  f i n d i n g s  of t h e  Commission S t a f f .  The fees 

t o t x l i n g  $2,3183 f o r  t h i s  s e r v i c e  were found t o  be e x t r a o r d i n a r y  

and  have been e x c l u d e d  on a 50/50 bas i s  from t h e  c o n s i d e r a t i o n  i n  

t h i s  m a t t e r .  

4 .  Legal fees4 shown as o p e r a t i n g  e x p e n s e s  by t h e  t w o  

s y s t e m s  du r ing  t h e  test p e r i o d  were p r i m a r i l y  f o r  t h i s  matter 

and a second matter b e f o r e  t h e  Commission i n v o l v i n g  o n l y  t h e  

Company. A l l  of t h e s e  fees w e r e  p r o r a t e d  between t h e  t w o  

u t i l i t i e s ,  b u t  t h e  Commission's r ev iew of these fees d i s c l o s e d  

t h a t  fees i n  t h e  amount of $505 w e r e  d i r e c t l y  a s s o c i a t e d  w i t h  

t h e  C ~ r n p a n y . ~  I n  t h e  o p i n i o n  of t h e  Commission, f e e s  of t h i s  

n a t u r e  s h o u l d  be a m o r t i z e d  and expensed  over a p e r i o d  of a t  

least t h r e e  y e a r s ,  Only t h a t  p o r t i o n  of l e g a l  fees  re levant  t o  

t h e  test  period h a s  been i n c l u d e d  for c o n s i d e r a t i o n  i n  t h i s  

m a t t e r .  

5. S h o r t l y  a f te r  t h e  Company began o p e r a t i n g  t h e  D i s t r i c t  

on A p r i l  1, 1976, t h e  s t o c k h o l d e r s  of t h e  Company purchased  whole 

l i f e  i n s u r a n c e  p o l i c i e s  t o  protect  t h e  Company upon t h e  d e a t h  of  

any of t h e  s t o c k h o l d e r s .  These p o l i c i e s  were d e s i g n e d  t o  fund  

a s t o c k  redempt ion  agreement between t h e  s t o c k h o l d e r s  and t h e  

Company. The Company w a s  made t h e  b e n e f i c i a r y  of a l l  po l ic ies .  

The t e x t  of Account 426, M i s c e l l a n e o u s  Income  Deduc t ions ,  of t h e  

Uniform System of Accounts for Class C Water U t i l i t i e s ,  p r o v i d e s  

3 E x h i b i t s  f i l e d  May 28, 1980, w i t h  r e f e r e n c e  t o  q u e s t i o n  o n e  (1). 

4 E x h i b l t s  f i l e d  May 2 8 ,  1980, w i t h  r e f e r e n c e  t o  s t a t e m e n t  of 

50f t h i s  amount,  $408 w a s  e r r o n e o u s l y  p r o r a t e d  t o  t h e  D i s t r i c t .  

Wil l iam Arvin .  
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t ha t  l i f e  i n s u r a n c e  of off icers  and  employees w h e r e  t h e  u t i l i t y  

is b e n e f i c i a r y  is c o n s i d e r e d  t o  be n o n o p e r a t i n g  i n  n a t u r e .  I n  

the o p i n i o n  of t h e  Commission, t h e  a n n u a l  p r e m i u m  of $7,226 for 

t h e s e  i n s u r a n c e  pol ic ies  s h o u l d  n o t  be I n c l u d e d  in t h e  consider- 

a t i o n  of t h i s  m a t t e r ,  b u t  s h o u l d  be b o r n e  by t h e  s t o c k h o l d e r s  of 

the Company. Further, t h e  .Commission found t h a t  a subs t an t i a l  

p o r t i o n  of t h e s e  premiums ($5,364)  had i n a p p r o p r i a t e l y  been  shown 

as o p e r a t i n g  e x p e n s e s  of t h e  D i s t r i c t  d u r i n g  t h e  t e s t  period. 

These life i n s u r a n c e  premiums have  been exc luded  from t h e  t e s t  

p e r i o d  o p e r a t i n g  e x p e n s e s  s u b m i t t e d  for c o n s i d e r a t i o n  i n  t h i s  

matter. 

6. A number of proforma a d j u s t m e n t s  w e r e  p roposed  f o r  

o p e r a t i n g  e x p e n s e s  based on t h e  u s e  of a rb i t ra ry  p e r c e n t a g e  changes  

w h i c h  w e r e  n o t  s u b s t a n t i a t e d  by e v i d e n c e  s u b m i t t e d  i n  t h i s  matter 

and have been e x c l u d e d  f r o m  t h e  c o n s i d e r a t i o n  t h e r e o f .  

Based on  t h e  f o r e g o i n g  d i scuss ion ,  t h e  proforma a n n u a l  

l e v e l  of o p e r a t i n g  e x p e n s e s  found  r e a s o n a b l e  f o r  t h e  D i s t r i c t  and  

t h e  Company w e r e  $131,461 and $33,934, r e s p e c t i v e l y .  

SUMMARY 

The Commission, after c a r e f u l  c o n s i d e r a t i o n  of t h e  e v i d e n c e  

of record and  b e i n g  a d v i s e d ,  is of t h e  o p i n i o n  a n d  so finds: 

1. That  t h e  D i s t r i c t  and  the Company s h o u l d  e s t a b l i s h  

and m a i n t a i n  a program of water loss d e t e c t i o n  and correction 

which would s u b s t a n t i a l l y  r e d u c e  and  c o n t r o l  unaccounted  f o r  water. 

2.  Tha t  t h e  D i s t r i c t  s h o u l d ,  as r e q u i r e d  by S e c t i o n  5 of 

t h e  Waterworks  Revenue Bond O r d i n a n c e ,  deposi t  from t h e  first 

revenues of each month a sum of $2,425 i n  t h e  Bond Account. Of 

t h e  r e v e n u e s  r e m a i n i n g ,  r e v e n u e  s u f f i c i e n t  t o  pay t h e  r e a s o n a b l e  

cu r ren t  e x p e n s e s  s h o u l d  be d e p o s i t e d  t o  t h e  O p e r a t i o n  and  Mainte-  

nance  Account;  $235 s h o u l d  be deposited t o  t h e  D e p r e c i a t i o n  

Account u n t i l  t h e  c u m u l a t i v e  depos i t s  toSal $42,000; a n d  any  

remain ing  r e v e n u e s  s h o u l d  be d e p o s i t e d  t o  t h e  Bond Rese rve  Account 

or the  S u r p l u s  Account w i t h  t h e  Bond Rese rve  Account r e q u i r i n g  
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depos i t s  of $42,000 before any  r e v e n u e s  m a y  be deposited t o  t h e  

S u r p l u s  Account.  

3. T h a t  t h e  Dist r ic t  s h o u l d  as r e q u i r e d  by S e c t i o n  1 2  of 

the Waterworks Revenue Bond Ord inance  be a u d i t e d  w i t h i n  s i x t y  ( 6 0 )  

d a y s  after t h e  close of e a c h  f i s c a l  y e a r  by a n  independen t  f i r m  o f  

cer t i f ied pub l i c  a c c o u n t a n t s .  F u r t h e r ,  t h a t  i t  m a y  be i n  t h e  

best i n t e r e s t  of t h e  Company t o  consider implemen ta t ion  of a 

p o l i c y  a n a l o g o u s  t o  t h a t  r e q u i r e d  of t h e  D i s t r i c t .  

4 .  Tha t  t h e  s c h e d u l e  of ra tes  p r e s c r i b e d  and  set  f o r t h  i n  

Appendix "A,"  a t t a c h e d  h e r e t o  and made a p a r t  h e r e o f ,  are t h e  f a i r ,  

j u s t  s n d  r e a s o n a b l e  rates to c h a r g e  for w a t e r  service r e n d e r e d  by 

t h e  Spears Water D i s t r i c t ,  i n  t h a t ,  based on  test  period c o n d i t i o n s ,  

these rates w i l l  p roduce  a n n u a l  r e v e n u e s  of $159,480, i n c l u d i n g  

p e n a l t i e s  and service c h a r g e s  of $1,674 a n d  t h a t  t h e s e  rates are 

t h e  same as those c u r r e n t l y  p r e s c r i b e d .  

5 .  Tha t  t h e  r e v e n u e s  of $159,480 are n e c e s s a r y  and  w i l l  

permit the D i s t r i c t  t o  m e e t  its r e a s o n a b l e  o p e r a t i n g  e x p e n s e s ,  

service its debt,  and t o  accumulate a r e a s o n a b l e  s u r p l u s  for 

compl i ance  with i ts  bond  o r d i n a n c e  r e q u i r e m e n t s .  The test  p e r i o d  

and  projected r e v e n u e s  and  e x p e n s e s  are summarized I n  Appendix "B," 

attached hereto and made a par t  hereof. 

6 .  Tha t  t h e  s c h e d u l e  of ra tes  prescribed and  set f o r t h  i n  

Appendix "C," a t t a c h e d  h e r e t o  and  made a pa r t  h e r e o f ,  are t h e  f a i r ,  

' j u s t  and r e a s o n a b l e  rates t o  c h a r g e  f o r  w a t e r  service r e n d e r e d  by 

t h e  Spears Water Company, I n c o r p o r a t e d ,  i n  t h a t ,  based on tes t  

period c o n d i t i o n s ,  t h e s e  rates w i l l  p roduce  a n n u a l  r e v e n u e s  of 

$46,704,  i n c l u d i n g  pena l t i e s  and  s e r v i c e  c h a r g e s  of $1,003. 

7 .  T h a t  t h e  r e v e n u e s  of $46,704 w i l l  al.low a ra te  of 

r e t u r n  of 11% on N e t  O r i g i n a l  C o s t  ra te  base of $116,0S36 and  

n f l l  p e r m i t  t h e  Company to m e e t  i ts reasonable o p e r a t i n g  e x p e n s e s ,  

A $130 , 19gB 
Plus: Cash Working C a p i t a l  3 , 584* 
Less: Accumulated D e p r e c i a t i o n  12 ,  710A 
Less: C o n t r i b u t i o n  I n  A i d  of C o n s t r u c t i o n  4,980 

Net O r i g i n a l  Cost R a t e  B a s e  $116,093 

% t i l i t y  P l a n t  I n  S e r v i c e  

*As shown on the e x h i b i t  of t h e  Ba lance  S h e e t  as of D e c e m b e r  31 , 1979. 

BOpera.tlng expenses c a s h  f l o w  r e q u i r e d  for 45 days. 
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s e r v i c e  its debt and t o  accumula t e  a r e a s o n a b l e  s u r p l u s  f o r  e q u i t y  

growth.  The tes t  p e r i o d  and p r o j e c t e d  r e v e n u e s  and e x p e n s e s  are 

summarized i n  Appendix "D," a t t a c h e d  h e r e t o  and made a par t  h e r e o f .  

8 .  Tha t  t h e  ra tes  j o i n t l y  proposed  by t h e  D i s t r i c t  and 

t h e  Company are u n f a i r ,  u n j u s t  and u n r e a s o n a b l e  i n  t h a t  t h e s e  

rates would p roduce  r e v e n u e s  i n  excess of t h o s e  found reasonable 

h e r e i n  and s h o u l d  be d e n i e d .  

9. Tha t  t h e  p r o p o s a l  s e e k i n g  p e r m i s s i o n  t o  e l i m i n a t e  mobile 

h o m e  and f i e l d  rates is unwar ran ted  and  s h o u l d  be d e n i e d .  

ORDERS IN THIS MATTER 

The Commission, on t h e  basis of t h e  f i n d i n g s  h e r e i n b e f o r e  

set f o r t h ,  and t h e  e v i d e n c e  o f  record i n  t h i s  m a t t e r :  

HEREBY ORDERS t h a t  t h e  D i s t r i c t  and t h e  Company s h a l l  

f u r n i s h  t h e  Commission w i t h  a p l a n  o f  water loss d e t e c t i o n  and 

c o r r e c t i o n ' a n d  t h a t  monthly reports  s h a l l  be f u r n i s h e d  u n t i l  t h e r e  

is a s u b s t a n t i a l  r e d u c t i o n  and c o n t r o l  i n  unaccounted  f o r  w a t e r .  

I T  IS FURTHER ORDERED, t h a t  t h e  D i s t r i c t  s h a l l  implement 

t h e  p r o c e d u r e s  prescribed by S e c t i o n  5 o f  t h e  Waterworks Revenue 

Bond Ordinance  as b r i e f l y  described h e r e i n .  

I T  IS FURTHER ORDERED t h a t  t h e  D i s t r i c t  s h a l l  implement 

t h e  p r o c e d u r e s  p r e s c r i b e d  by S e c t i o n  12  of  t h e  Waterworks Revenue 

Bond Ordinance  as briefly described h e r e i n .  

I T  IS FURTHER ORDERED t h a t  t h e  s c h e d u l e  of rates set f o r t h  

in Appendix "A" be and he reby  are f i x e d  as t h e  f a i r ,  j u s t  and 

reasonable rates t o  c h a r g e  f o r  w a t e r  s e r v i c e  r e n d e r e d  by t h e  

Spears Water Distr ic t  on and a f t e r  t h e  d a t e  of  this Order .  

IT IS FURTHER ORDERED t h a t  t h e  s c h e d u l e  of rates set  f o r t h  

in Appendix ''C" be and he reby  are f i x e d  as t h e  f a i r ,  just  and 

reasonable rates t o  c h a r g e  fo r  w a t e r  s e r v i c e  r e n d e r e d  by t h e  Spears 

Water Company, I n c o r p o r a t e d  o n  and n f t c r  the d a t e  of t h i s  Orde r .  

IT IS FURTHER ORDERED t h a t  t h e  ra tes  j o i n t l y  p roposed  b y  

t h e  D i s t r i c t  and t h e  Company be and are he reby  d e n i e d .  

IT IS FURTHER ORDERED t h a t  t h e  p r o p o s a l  s e e k i n g  penniss lon 

t o  e l i m i n a t e  m o b i l e  h o m e  and  f i e l d  ra tes  be and  is hereby d e n i e d .  
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I T  IS FURTHER ORDERED t h a t  t h e  D i s t r i c t  and t h e  Company 

s h a l l  f i l e  w i t h  t h i s  Commission w i t h i n  t h i r t y  ( 3 0 )  days  from t h e  

d a t e  of t h i s  Order t h e i r  r e v i s e d  t a r i f f  s h e e t s  s e t t i n g  out t h e  

rates approved h e r e i n  and t h e i r  current rules and regulations.  

Done at Frankfor t ,  Kentucky, t h i s  t h e  2nd day of July,  

1980. 

UTILITY REGULATORY COMMISSION 

ATTEST : 

S e c r e t a r y  



APPENDIX "A" 

APPENDIX TO AN ORDER OF THE UTILITY REGULATORY COMMISSION 
IN CASE NUMBER 7657, DATED JULY 2,  1980. 

The f o l l o w i n g  s c h e d u l e  of rates are he reby  p r e s c r i b e d  for 

the customers served  by t h e  Spears Water D i s t r i c t .  A l l  o t h e r  

rates a n d  c h a r g e s  n o t  ment ioned  s p e c i f i c a l l y  h e r e i n  s h a l l  remain  

t h e  same as t h o s e  i n  effect pr ior  t o  t h e  date  of t h i s  O r d e r .  

RESIDENTIAL SERVICE 

G a l l o n a g e  Blocks Monthly Rates 

F i r s t  2,000 ga l lons  $7.50 (Minimum S i l l )  
Next 10,000 g a l l o n s  2.00 per 1,000 ga l lons  
A l l  over  1 2 , 0 0 0  gal lons 1.00 per 1,000 ga l lons  

MOBILE HOME SERVICE 

Gal lonage  B l o c k s  Monthly Rates 

F i r s t  1,000 g a l l o n s  $3.00 (Minimum B i l l )  
A l l  over 1,000 ga l lons  1.25 per  1,000 ga l lons  

FIELD SERVICE 

Gallonage Blocks  Monthly Rates 

F i r s t  1,000 g a l l o n s  $3.50 
A l l  over 1,000 gal lons 1.00 



APPENDIX "B" 

APPENDIX TO AN ORDER OF THE UTILITY REGULATORY COMMISSION 
I N  CASE NUMBER 7657, DATED JULY 2 ,  1980. 

T h i s  is a summary of test p e r i o d  and p r o j e c t e d  r e v e n u e s  

and expenses  of t h e  S p e a r s  Water D i s t r i c t  as shown by t h e  e v i d e n c e  

s u b m i t t e d  in t h i s  m a t t e r .  

A c t u a l  Proposed  Reasonable 
T e s t  P e r i o d  Proforma Proforma 

O p e r a t i n g  Revenues: 

Water S a l e s  $159,276 
P e n a l t i e s  464 

T o t a l  O p e r a t i n g  Revenues $160,950 
Service Charges  1 , 2 1 0  

Operating Expenses  : 

Purchased  Water $ 35,097 
Operat ion Labor 1 5 , 4 0 3  
Maintenance of Mains 575 
Meter Reading 3,096 
Accounting & C o l l e c t i n g  

Labor 17,736 
S u p p l i e s  & Expenses  6,109 

Uncollectible Amounts 64 
O f f i c e  S u p p l i e s  aC Expenses  1 , 1 7 1  
P r o p e r t y  I n s u r a n c e  308 
I n j u r i e s  and  Damages 9 , 4 8 8  
M i s c .  G e n e r a l  Expenses  9 , 8 1 2  
T r a n s p o r t a t i o n  Expenses  1,168 
Taxes  Othe r  Than Income 

Taxes 3 , 8 6 8  
D e p r e c i a t i o n  Expense 18 ,982  

T o t a l  O p e r a t i n g  Expenses  $122,877 

Net O p e r a t i n g  Income $ 38,073 
I n t e r e s t  Expense $ 2 1  945 

N e t  Income $T&-m 

$227,287 
766 

1,452 

$229,505 

$ 54 ,260  
1 9 , 0 0 1  

907 
3,406 

19, 510A 
6,  720A 

1 ,253*  
330A 

10 ,437A 
1 0 , 4 9 9  

1,460 

loo* 

4 , 2 5 5  
18 ,982  

$151,120 

$ 78.385 
$ 21 '525  $56,860 

$157, 806B 
464 

1 , 2 1 0  
$159,480' 

$ 4 6 , 1 7 0  
19,001 

907 
3,406 

19,510 
6 , 1 0 9  

64 
1 ,171 

308, 
4 ,  124E 
5,994 
1 , 4 6 0  

4 , 2 5 5  
18 ,982  

$131,461 

S 28.019 
$ 21'525 -6,494 

~~~~ 

AThese proposed  proforma amounts w e r e  i n c r e a s e d  o v e r  ac tua l  based 
on a r b i t r a r y  e s t i m a t e s  a n d  t h e  s u b s e q u e n t  a d j u s t m e n t s  have  been 
disallowed i n  d e t e r m i n i n g  t h e  reasonable proforma amounts .  

considered o p e r a t i n g  r e v e n u e s .  

t h e  debt service c o s t s  p l u s  r e a s o n a b l e  bond o r d i n a n c e  r e q u i r e m e n t s  
and r e a s o n a b l e  o p e r a t i n g  e x p e n s e s ,  e x c l u d i n g  d e p r e c i a t i o n  e x p e n s e .  

o p e r a t i n g  i n  n a t u r e .  

A c t u a l  ($9,812) less t h a t  
portion of legal f e e s  e r r o n e o u s l y  p r o r a t e d  t o  t h e  D i s t r i c t  ($408) 
less l e g a l  f e e s  unamor t i zed  ($2 ,251)  and extraordinary a c c o u n t i n g  
fees ($1 ,159) .  

BTest  period amount was r educed  $2 ,400  as tap-on f e e s  s h o u l d  n o t  b e  

'Revenue r e q u i r e m e n t s  were de te rmined  t o  be o n e  a n d  one-ha l f  t i m e s  

DThis amount w a s  r educed  by i n s u r a n c e  premiums c o n s i d e r e d  non- 

EThis  amount w a s  d e t e r m i n e d  as  f o l l o w s :  



APPENDIX "C" 

AZIPENDLX TO AN ORDER OF THE UTILITY REGULATORY COMMISSION 
IN CASE NUMBER 7 6 5 7 ,  DATEDJULY 2 ,  1980. 

The following schedule of rates are hereby prescribed for 

the  customers served by the Spears Water Company, Incorporated. 

A l l  other rates and charges not mentioned specifically herein 

shal l  remain t h e  same as those i n  effect prior to the date of 

this Order. 

GALLONAGE BLOCKS MONTHLY RATES 

F i r s t  2,000 gallons $7.50 
Next 10,000 gallons 3.00 
All over 12,000 gallons 1.50 

(Minimum Bill) 
per 1,000 gallons 
per 1,000 gallons 



APPEND1 X "D" 

APPENDIX TO AN ORDER OF THE UTILITY REGULATORY COMMISSION 
I N  CASE NUMBER 7657, DATED JULY 2, 1980. 

This is a summary of test  p e r i o d  and p r o j e c t e d  revenues  

and e x p e n s e s  of t h e  S p e a r s  Water Company, I n c o r p o r a t e d  a5 

by t h e  ev idence  s u b m i t t e d  in t h i s  m a t t e r .  

O p e r a t i n g  Revenues: 

later S a l e s  
P e n a l t i e s  
S e r v i c e  Charges  

T o t a l  O p e r a t i n g  Revenues 

O p e r a t i n g  Expenses_: 

Purchased Water 
Operat i o n  Labor 
Maintenance of Mains 
Meter Reading 
Accounting and C o l l e c t i n g -  

Labor 
S u p p l i e s  and Expenses  

Uncollectible Accounts 
O f f i c e  S u p p l i e s  & Expenses  
O u t s i d e  S e r v i c e s  
P r o p e r t y  Insurance  
Injuries and Damages 
Ylsc. Genera l  Expenses  
T r a n s p o r t a t i o n  Expenses  
Taxes Othe r  Than Income Taxes 
Other O p e r a t i n g  Expenses 
D e p r e c i a t i o n  Expense 

T o t a l  Operating Expenses 
N e t  O p e r a t i n g  Income 

Othe r  Deduct ions :  

Interest on Long-Term D e b t  
O t h e r  I n t e r e s t  Expense 

T o t a l  Other Deduc t ions  

N e t  Income 

Ac tua l  
T e s t  P e r i o d  

Proposed 
Prof  orma 

$36,069 
465 
538 

$37,072 

$ 5,589 
7 , 4 2 3  

6 
717 

4 , 106 
406 
138 

1 , 129  
35 
2 34 
965 

3 , 035 
521 

1 , 2 6 2  
2 , 3 4 2  
5 531 

$ 3,633 
333,439- 

$ 8,196 
145 

$8,341 

$55,356 
697 
629 

$56,682 

$ 9 ,222  
10 , 482 

200 
789 

4 , 516A 

207A 
1 , 208A 

257A 50A 

1, 062A 
3,339 
938 

1,388 
2 ,342  

447A 

$14,704 

$ 6,688 
184 

$ 7 , 8 3 2  

shown 

Reasonable  
Proforma 

$45,701 
465 
538 

$46,704 

$10,736 
4 , 4 0 1  

200 
789 

4,516 
406 
138 

1 , 129 
35 
234 
965B 

1 , 4 2 8  
938 

1 , 388c 
1,100 
5 531 

$12,770 
$33.934- 

$ 6,688 
184 

3- 

$ 5 ,898  

AThese proposed proforma amounts w e r e  i n c r e a s e d  o v e r  ac tua l  based  on 
a r b i t r a r y  estimates and t h e  subsequen t  a d j u s t m e n t s  have been dis- 
a l lowed i n  d e t e r m i n i n g  t h e  r e a s o n a b l e  proforma amounts. 

Actua l  ($3,035) p l u s  t h a t  
p o r t i o n  of l e g a l  f e e s  e r r o n e o u s l y  p r o r a t e d  t o  t h e  D i s t r i c t  ($408) 
less l e g a l  fees unamor t ized  ($856) and e x t r a o r d i n a r y  a c c o u n t i n g  
fees ($1,159). 

in nature.  

BThis amount was de te rmined  as follows: 

'This amount was reduced  by i n s u r a n c e  premiums c o n s i d e r e d  n o n o p e r a t i n g  


